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On the cover, an aerial view of Sandy Neck Beach Park. Six-mile-long Sandy Neck Beach is located in both Sandwich
and Barnstable and is the areas longest beach. Sandy Neck Beach is a beautiful beach with high sand dunes facing Cape
Cod Bay. The long beach also has walking trails along a salt marsh that offer glimpses of endangered toads, turtles, and
other wildlife. This beach offers swimming, fishing, camping and hiking. Facilities include lifeguards, restrooms,
outdoor showers, snack bar, wheelchair-accessible ramp, and special beach chairs.

A crowd of boaters gather at a sandbar off Sandy Neck Beach Park on a beautiful summer day.
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A view of the Bismore Park artist shanties in the early evening.



in full bloom at Bismore Park as an artist works on her craft
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Ba rnstable

Town of Barnstable

AII-Amerlca cllv
Finance Division \
School Administration Building
230 South Street 2007

Hyannis MA 02601
www.town.barnstable.ma.us

Letter of Transmittal
December 22, 2010
To the Honorable Members of the Town Council and Citizens of the Town of Barnstable:

State law requires the Town of Barnstable to publish at the close of each fiscal year a complete set of financial
statements in conformity with accounting principles generally accepted in the United States of America (GAAP)
that are audited in accordance with generally accepted auditing standards by a firm of licensed certified public
accountants. Pursuant to that requirement, we hereby issue the Comprehensive Annual Financial Report (CAFR)
of the Town of Barnstable, Massachusetts, for the fiscal year ending June 30, 2010 for your review. This report
was prepared by the Town’s Finance Division.

This report consists of management’s representations concerning the finances of the Town. Consequently,
management assumes full responsibility for the completeness and reliability of all of the information presented in
this report. To provide a reasonable basis for making these representations, management of the Town has
established a comprehensive internal control framework that is designed both to protect the government’s assets
from loss, theft, or misuse and to compile sufficient reliable information for the preparation of the Town'’s financial
statements in conformity with GAAP. Because the cost of internal controls should not outweigh their benefits, the
Town’s comprehensive framework of internal controls has been designed to provide reasonable rather than
absolute assurance that the financial statements will be free from material misstatement. As management, we
assert that, to the best of our knowledge and belief, this financial report is complete and reliable in all material
respects.

The Town’s financial statements have been audited by Powers & Sullivan, a firm of licensed certified public
accountants. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the Town for the fiscal year ended June 30, 2010, are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements; assessing the accounting principles used and significant estimates made by management;
and evaluating the overall financial statement presentation. The independent auditor concluded, based upon the
audit, that there was a reasonable basis for rendering an unqualified opinion on the Town'’s financial statements
for the fiscal year ended June 30, 2010, and that they are fairly presented in conformity with GAAP. The
independent auditor’s report is presented on page 17 of this report.

The independent audit of the financial statements of the Town was part of a broader, federally mandated “Single
Audit” designed to meet the special needs of federal grantor agencies. The standards governing Single Audit
engagements require the independent auditor to report not only on the fair presentation of the financial
statements, but also on the audited government'’s internal controls and compliance with legal requirements, with
special emphasis on internal controls and legal requirements involving the administration of federal awards.
These reports are available in the Town's separately issued Single Audit Report.

GAAP require that management provide a narrative introduction, overview, and analysis to accompany the basic
financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is
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designed to compliment the MD&A and should be read in conjunction with it. The Town’s MD&A can be found
immediately following the report of the independent auditors.

Profile of the Government

The Town of Barnstable was incorporated in 1639 and is located in the center of Cape Cod. The land area covers
over 62 square miles including 100 miles of shoreline and 55 freshwater ponds. The Town is composed of the
seven villages of Barnstable, Centerville, Cotuit, Hyannis, Marstons Mills, Osterville, and West Barnstable with a
year round population of close to 50,000 that grows to over 125,000 during the summer months. The Town spans
the width of Cape Cod from the north to south and is bordered by the Towns of Mashpee and Sandwich to the
west and Yarmouth to the east. The Town serves as the seat of County government and the Village of Hyannis
serves as the seat of Town government.

Municipal Services

The Town provides general governmental services within its boundaries including public education in grades
kindergarten through twelve, police protection, collection and treatment of sewage in certain sections, public
works, streets, parks and recreation, public beaches and a municipal airport. The village of Hyannis’ water supply
is provided by the Town of Barnstable. The other villages’ public water supply is provided by special districts (The
Barnstable Fire District, the Cotuit Fire District, and the Centerville-Osterville-Marstons Mills Fire District). The
districts are special purpose units of government and collectively, with the Town, service 96% of the residents
while the remainder makes use of private on-site wells. Fire protection is provided by the above named districts
and the West Barnstable Fire District and the Hyannis Fire District. The water and fire districts are special
governmental units and are not part of the municipal structure. However, the Town does serve as collecting agent
for taxes and transfers the funds directly to the districts. Their financial activity is not part of these financial
statements.

Seven independent libraries provide library services for Town residents. The libraries include: Centerville Public
Library, Cotuit Library, Hyannis Public Library, Marstons Mills Public Library, Osterville Free Library, Sturgis
Library, and Whelden Memorial Library. The Town has traditionally provided funding to each library in the form of
grants that average 2/3 of the libraries’ total operating funds. The Town has no administrative or managerial
authority over the libraries; rather, they are governed by independent Boards of Trustees. A Town Library
Committee, appointed by the Town Council from members of each Boards of Trustees, provides a coordinated
effort of looking at town-wide library issues. The libraries are reported as component units as part of these
financial statements.

The Cape Cod Regional Technical High School District provides education in grades nine through twelve.
Approximately, 200 Barnstable students attended this school in 2010. The Sturgis High School is a
Commonwealth Charter School and provides an alternative choice for public education for grades 9 to 12.
Approximately, 100 Barnstable students attended this school in 2010. In addition, the Town operates two Horace
Mann Charter Schools; the Grades 4 and 5 building located in Marstons Mills and the K to 3 elementary school
located on Bearses Way in Hyannis. The Horace Mann Charter Schools are managed independently by an
appointed Board of Trustees and not by the School Committee and Superintendent. Funding for the schools’
operations are provided by the Town based upon a negotiated amount between the School Committee and Board
of Trustees within the guidelines established by the authorizing legislation of the Commonwealth of
Massachusetts. The funding is treated as an assessment and is included in the Town’s education expenses.

The Cape Cod Regional Transit Authority provides limited bus service within the Town which receives an annual
assessment from the state for this service. The Barnstable Housing Authority provides housing for eligible low
income families and elderly and handicapped persons. These entities are not considered component units. The
principal services provided by Barnstable County are space for courts, a jail and house of correction and a
registry of deeds. The County is not a component unit.
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Governing Bodies and Officers

The Town is governed by the Council-Manager form of government with an elected thirteen member Town
Council and a council-appointed Town Manager. Council terms are staggered four year terms from thirteen
precincts on a nonpartisan basis. Subject to the legislative decisions made by the Town Council, administrative
authority is vested in the Town Manager. The Town Manager supervises and directs the administration of all
municipal departments except for the School Department and the Barnstable Municipal Airport.

The School Department is governed by the elected School Committee consisting of five persons, and a
Superintendent appointed by the School Committee.

A seven member Airport Commission appointed by the Town Council with staggered three-year terms governs
Barnstable’s Municipal Airport. An Airport Manager, appointed by the Airport Commission, is responsible for
administration and day-to-day operations.

Local taxes are assessed by a council appointed Board of Assessors who serve a three year staggered term.
Organization

The Town is organized in accordance with its Home Rule Charter, which was adopted in the spring of 1989. The
Charter outlines provisions for incorporation, the legislative branch, elected town offices, the Town Manager,
administrative organization, financial procedures, nominations and elections and citizen relief mechanisms.

The Town is administratively organized through an administrative code ordinance into six departments reporting
to the Town Manager and two elected officer departments. Administrative departments include the Administrative
Services and Growth Management. The Administrative Services Department is comprised of several divisions
including Legal, Human Resources, Information Technology and Finance. The elective offices of Town Clerk and
Town Collector liaison with the Finance Division. The Finance Division incorporates consolidated financial
management of accounting, assessing, treasury, and purchasing for all departments including the School
Department. Operational departments include the Department of Public Works, Community Services Department,
Regulatory Services Department and Police Department.

The administrative code ordinance describes the responsibilities and relationships of all elective officers, all
multiple member boards, and all administrative agencies. It further defines legislative policy on financial
management, communications, ethics, fleet services, insurance, investment, information systems, personnel,
procurement, trust fund management, volunteer services and property management. Administrative procedures
are promulgated by the Town Manager to implement the legislative policy in each of these areas.

Financial and Management Systems

The Town annually prepares and updates a ten-year financial forecast and five-year capital improvement plan.
The Town annually prepares and presents an annual operating budget. These documents are prepared by the
Town Manager’s office with the support of the Finance Division and submitted to the Town Council for adoption.
The Town Council annually establishes financial policies that guide the preparation of the capital and operating
budget plan.

The ten-year forecast, submitted to the Town Council each year, is a comprehensive review of economic trends
on a local, regional and national basis; which projects and analyzes major municipal fund projections based upon
service program assumptions. Based upon these projections and analyses, the forecast establishes a focal point
each year for the Town Council to establish a series of revenue and expenditure policies which guide in the
formation of the capital and operating budget.
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The five-year capital improvement plan, submitted in the spring of each year, comprehensively identifies
municipal infrastructure and improvement needs by detailing on a project basis, project description, cost, potential
source(s) of funding, priority need, impact upon the operating budget and ongoing capital maintenance costs. The
plan is funded annually by the Town Council adopting a funding strategy for the first year of each plan. The
annual update allows decision makers the opportunity to regularly analyze and decide upon the priorities for
project funding.

The annual operating budget submitted in the spring of each year, follows a program management format which
details source and use recommendations for all funds, departmental missions, goals, objectives and annual work
plans, and details performance measurement and financial management criteria for each budget cycle. The
budget maintains consistency with the Town Council's strategic plan, financial management standards and
policies. The budget funding sources include the general fund, comprised of revenues from the property tax, auto,
boat and hotel tax, user fee receipts, grants in aid, trust income and miscellaneous program income; and eight
enterprise funds for the municipal airport, two golf courses, the water pollution control facility, the solid waste
facility, water supply, town marinas, Sandy Neck Park and the Hyannis Youth and Community Center (HYCC).
These enterprise funds are self-supporting through user-based charges except for the HYCC which will receive a
general fund subsidy to assist in the repayment of bonds issued to construct the facility.

Principal Executive Officers

Office Name Term Term Exp.
Town Manager John C. Klimm Appointed 2015
Superintendent of Schools Patricia B. Grenier Appointed 2011
Assistant Town Manager Thomas K. Lynch Appointed Indefinite
Town Attorney Ruth J. Weil Appointed Indefinite
Chief of Police Paul B. MacDonald Appointed Indefinite
Director of Finance Mark A. Milne Appointed 2015
Director of Public Works Mark S. Ells Appointed Indefinite
Director of Regulatory Services Thomas F. Geiler Appointed Indefinite
Director of Community Services Lynne M. Poyant Appointed Indefinite
Director of Human Resources William E. Cole Appointed Indefinite
Director of Information Technology Daniel J. Wood Appointed Indefinite
Director of Growth Management JoAnne Miller-Buntich  Appointed Indefinite
Tax Collector Maureen E. Niemi Elected/4 yrs. Nov. 2015
Town Clerk Linda E. Hutchenrider Elected/4 yrs. Nov. 2013
Airport Manager Roland Breault Appointed Indefinite

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is considered from the
broader perspective of the specific environment within which the Town of Barnstable operates.

Local economy. While tourism will always remain an important component of the Town’s economy, improved
transportation networks, a heightened popularity among retirees, and the Town’s own growing service economy,
are helping to diversify the economy from its former heavy reliance on the summer tourism trade. Even the nature
of tourism has changed. Expansion of the summer season is evident, including the “shoulder seasons” in the
spring and the fall. Contributing to the extension of the season is the large increase in the conversion of former
summer homes to year-round second homes, as well as the construction of many expensive second homes. Over
the years, Barnstable has evolved from a seasonal to a more year-round community, with a current year-round
population of approximately 50,000. The Town estimates that over one-half of homes are now occupied by year-
round residents, compared with about one-third 25 years ago. As the number of second homes increases, the
Town'’s economic future is becoming linked to the greater Boston, Connecticut, and New York economies from
which the second homeowners derive their livelihood.
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The Town also is a major transportation hub for the Cape Cod region and the islands of Nantucket and Martha’'s
Vineyard. Over 200,000 passengers pass through and over 120,000 takeoffs and landings per year occur at the
Barnstable Municipal Airport. Employment at the airport exceeds 1,000 people. The Cape Cod Regional
Transportation Authority’s main terminal is located in the village of Hyannis and the Steamship Authority and
Hyline Cruises provide ferry service to Nantucket and Martha’s Vineyard. Over one million people pass through
these ports every year. All this traffic creates the opportunity for the Town to sustain a healthy retail and service
driven economy.

Wealth levels are understated because they, as reported, only include income and do not take into account
individual assets or the wealth of second homeowners or retirees. Effective buying income (EBI) levels for the
Town are average to above average, with household EBI equal to 109% of the national level and per capita EBI
equal to 124%.*

Tax Base. Total assessed valuation for the Town has declined to $13.4 billion in fiscal year 2010 reflecting a
8.1% decrease from the fiscal year 2009 value. However, this is still $8.4 billion more than the fiscal year 2000
value of $5 billion. Included in that amount is a substantial $1.3 billion commercial base, highlighting the Town's
position as one of the economic centers of southeastern Massachusetts. Per capita market value remains
extremely strong at $281,070 based on the year-round population, and is still very strong at $106,888 based on
the estimated peak summer population.? New building growth activity continues to under perform previous years
with $93 million in fiscal year 2010 and $96 million in fiscal year 2011. The tax levy for fiscal year 2010 was $91.8
million and the excess tax levy capacity was $242 million. The excess capacity can only be accessed by a voter
approved tax levy override. The tax rates for fiscal year 2010 were $7.77 per thousand dollars of valuation on
residential property and $6.87 per thousand dollars of value on commercial, industrial and personal property
(CIP). The residential rate was higher than the CIP rate as a result of the Town Council adopting a 20%
residential exemption. This effectively removed $1.4 billion of property value from the residential class driving the
tax rate upwards for this class of property as the residential tax levy remains the same.

Long-term financial planning. The Town of Barnstable’'s capital program has identified approximately $336
million in capital improvements needed over the next five years. More resources will need to be identified to
address these items. $13 million of this amount is for improvements at the Barnstable Municipal Airport. The
majority of the capital program at the airport is federal and state funded. $66 million is associated with the water
quality improvements including sewer expansions, sewer plant facility upgrades, water line replacements and
other water system improvements and $6 million is associated with the Barnstable Harbor bulkhead replacement
and new facilities at Sandy Neck Park. In addition, there is $16 million for road improvements, $10 million for
improvements to school facilities, $174 million for water quality improvements in the 3 Bay areas of town and $51
million mainly connected to the Town’s aging facilities.

In July of 2010, the Town Council adopted a funding plan for financing a portion of the water quality projects listed
in the 5 year capital plan. The projects to be funded included those projects included in the Town’s Wastewater
Facilities Plan approved by the State Department of Environmental Protection. This plan included about $170
million for sewer expansions and planning. Funding sources included 50% betterments assessed to property
abutters of the sewer extensions, adoption of a local meals tax of 0.75%, increasing the local rooms tax rate from
4% to 6% and a property tax override of $750,000. The override vote failed in November 2010. With this failure,
the Town cannot go forward with the entire plan but the remaining three funding sources will allow some
extensions to be implemented. A strategy for implementing these extensions is currently being developed and
appropriation requests will be presented to the Town Council when ready.

On the operations side, the most significant factors affecting long-term financial planning included the level of new
building growth, state aid levels, excise taxes, personnel costs including wages, salaries and benefits, utility and
fuel costs, the aging of the Town'’s population and the decline in school enrollments.

! Standard and Poor’s credit analysis, dated June 8, 2010.
% Standard and Poor’s credit analysis, dated June 8, 2010.
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As mentioned previously, new building growth projections are expected to be lower in the next few years as a
result of the decline in developable lots and recent trends in the housing and financial markets. The Town will
continue to expand efforts in the redevelopment of existing lots to achieve adequate levels of new building growth
in order to maintain its current operation levels.

State aid decreased 4% in fiscal year 2011 and is projected to decrease another 10% in fiscal year 2012 before it
begins to increase again. The single largest form of aid is Chapter 70 aid for education. The new formula passed
in fiscal year 2006 states that no community will receive less than 17.5% of its foundation budget in the form of
Chapter 70 aid. If a community currently receives less than 17.5%, the additional aid will be phased in over a 5
year period. Barnstable falls into this category and the Town’s aid would increase by approximately $2 million if
this formula were fully funded. However, with the State’s current fiscal condition, it is highly unlikely that they will
be able to provide any increase in the Town’s aid. General governmental aid is the second largest category which
is also expected to decline as a result of the state’s economy.

Health insurance cost increases continue to outpace the rate of inflation and this trend is projected to continue in
the long-term. The Town has been participating in a joint purchase group (Cape Cod Municipal Health Group) for
a number of years for its health insurance. Participating in a large pool allows for risks to be spread and helps
control cost increases. The Town contributes 50% towards active and retired employees’ health insurance
premiums. This is the minimum amount it can contribute by state law. The Town'’s total health insurance expense
for fiscal year 2010 was $9.2 million. This includes active and retired employees including retired teachers.
Retired teachers join the Group Insurance Commission (GIC) upon retirement and the Town receives an
assessment from the GIC every year. The assessment for fiscal year 2010 was $2.5 million. Additionally, a new
Government Accounting Standards Board (GASB) pronouncement was issued that requires the Town to perform
an actuarial calculation of its unfunded health insurance liability for all active and retired employees. This liability
is disclosed in these financial statements on page 95. The Town will eventually need to begin accumulating
assets to fund this liability. This will mean that there will be fewer resources available for capital and other
operational needs.

In the areas of utilities and fuel the Town continues to implement and explore alternative options. New
cogeneration technology was installed at the largest town facility, Barnstable High School (BHS), in 2008. A
cogeneration facility is planned for the new youth center as well. This technology allows for the production of
electrical power and saves over $100,000 per year in electricity cost. Furthermore, the byproduct of the
production of electricity is heat which is captured and used to heat water at the school, further enhancing our
utility savings. This technology is also being explored for the Barnstable Intermediate School and Barnstable
Police Station. The Town is also installing a large photovoltaic system and two wind turbines at the Water
Pollution Control Plant (WPCP). 100% of the cost of these projects was paid for with a grant. These systems will
become operational in fiscal year 2011 and should produce more than one-half of the plant’s electricity needs. In
addition, a grant paid for photovoltaic panels installed at the High School in fiscal year 2010 which should
generate more than $1,000 of savings per month. In the area of fuel, the Town’s Highway Division and Police
Department are the largest users of gasoline and diesel fuel. At the Highway Division the number of active
vehicles has been reduced and usage patterns have changed to reduce the amount of fuel consumed. Hybrids
have also been incorporated into their fleet. The Barnstable Police Department continues to work towards
reducing its consumption levels as well with the purchase of hybrids and more fuel efficient vehicles.

Declining school enrollments and the aging population of the Town will require an on-going analysis of program
services and resource allocation. The School Department closed three buildings for fiscal year 2010; the
Osterville Elementary School, Cotuit Elementary and the Marstons Mills Elementary School. Service directed
towards the senior population will likely increase as this segment continues to grow. It is estimated that public
safety and public roads will become higher priorities over time.

The construction of sewer line extensions and additional treatment plants are also projected to have significant

financial impacts on the community in the coming years. Studies are currently under way that will determine the
Town'’s total maximum daily load (TMDL) of pollutants into our estuaries and the amounts that should be removed
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to comply with Federal Clean Water regulations. Removal of the excess pollutants will require sewer expansions
that are estimated to costs hundreds of millions of dollars over several years.

The Town continues to manage its financial affairs in a prudent manner. It has been able to do so by incorporating
long range planning tools such as a ten-year forecast, a five-year Capital Improvement Program; establishing
rainy day accounts and budgeting stabilization reserves; prioritizing spending plans and identifying discretionary
spending; pay as you go financing strategies; long-term planning for all liabilities including pension and insurance
reserves, and investing in technology to make our operations more efficient.

The Town of Barnstable has also enhanced its revenue flexibility by establishing enterprise funds for certain
operations. This has allowed the Town to shift 100% of the operating cost and capital improvements to the users
of certain services so that no tax support goes towards providing these services. This includes the airport,
municipal golf course, solid waste transfer station and recycling center, the water pollution control operations, the
Hyannis water operations, Town owned marinas and Sandy Neck Park. A new enterprise fund in fiscal year 2010
for the Hyannis Youth and Community Center has also been established. This fund covers a portion of the debt
service issued to finance its construction but receives a subsidy from the general fund. The creation of these
enterprise funds allow the Town to provide more tax dollars for other town services.

Fiscal Year 2010 Major Initiative and Highlights

Fund balance. During the fiscal year, the Town'’s general fund balance increased $600,000 from $16.7 million to
$17.3 million, on a budgetary basis. This was attributable to unexpended appropriations in the fiscal year 2010
operating budget. Enterprise fund balances increased from $98.3 million to $110.6 million as a result of operating
revenues exceeding expenses.

Bond sale and bond rating. The Town conducted a $4.959 million bond sale in fiscal year 2010 for 19 capital
improvements. $1.3 million was for the renovation of the exterior of the Town Hall which will be paid for with
Community Preservation Funds; $1.8 million covered nine municipal projects and $1.9 million was for nine school
projects. In addition, the Town issued $1.25 million in bond anticipation notes for the replacement of the
Barnstable Harbor bulkhead. A portion of the bond anticipation notes will be repaid from a state grant
reimbursement with the balance converted to a long-term bond in June of 2011. The Town received an SP-1+
rating on this short-term bond issue and all of the Town’s existing long-term debt was reaffirmed at AAA with
Standard & Poor’s.

Additionally, the Town borrowed $19.1 million through the Massachusetts Water Pollution Abatement Trust’s loan
program to fund sewer, water and energy efficiency projects which have been classified as both long and short
term debt at June 30, 2010. The Town will receive an 11.7% principal subsidy on its $5,796,000 loan for sewer
extensions; a 100% principal subsidy on its $9,780,000 loan for wind turbines and photovoltaic system at the
Water Pollution Control Facility, and a 20% subsidy on its $3,494,000 loan for water pipe replacement program.
The remaining principal balance to be repaid on all of these projects is eligible for 2% financing.

Investment income. The Town realized a significant increase in its investment earnings in fiscal year 2010. Total
investment earnings were $3.9 million compared to $1.2 million in fiscal year 2009. The increase is due to
improving investment rates earned on invested cash balances.

Cash and investments. The Town’s ending cash balance declined from the previous year as cash reserves are
being used to finance capital improvements as well as the normal spend down of bond proceeds for capital
projects. Additionally, reserves have been used to finance a portion of general fund and enterprise fund operating
budgets.
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The following table illustrates the change in the overall cash balance for the past several years.

FY2002 $90,277,514
FY2003 $94,222,616
FY2004 $94,887,682
FY2005 $96,375,779
FY2006 $108,792,141
FY2007 $134,211,367
FY2008 $135,143,563
FY2009 $120,708,687
FY2010 $114,273,195

Free cash and enterprise fund surplus. The Town'’s surplus funds in the general fund and enterprise funds are
certified each year by the Massachusetts Department of Revenue. The following table compares the past two
year’s certifications.

On July 1, 2010 | On July 1, 2009 Change
General Fund Free Cash $10,746,572 $8,411,317 $2,335,255
Enterprise Funds:
Airport Surplus $5,321,792 $8,693,064 | ($3,371,272)
Golf Course Surplus $23,355 $4,812 $18,543
Solid Waste Surplus $2,390,996 $2,243,244 $147,752
Sewer Surplus $4,442,790 $5,662,245 | ($1,219,455)
Water Surplus $598,879 $684,261 ($85,382)
Marina Surplus $297,445 $202,553 $94,892
Sandy Neck Surplus $377,556 $280,890 $96,666
HYCC Surplus $125,728 $0 $125,728

The general fund’s surplus increased as a result of excess overlay reserved for abatements and exemptions
being released by the Board of Assessors for the fiscal years 2005 to 2008. The airport’s surplus decreased as
$3.6 million was appropriated for its capital program; principally the new terminal. The golf course and solid waste
surplus increased mainly from positive operating results. The decrease in the sewer fund surplus results from
amounts being appropriated for the capital program and to balance the fiscal year 2011 operating budget. The
marina, Sandy Neck and HYCC surplus all increased as a result of positive operating results in fiscal year 2010.

Cash Management Policies and Practices

The Town of Barnstable switched to quarterly tax billing in fiscal year 2006 and derives approximately 70% of
annual General Fund revenue from this source. The quarterly billings result in a cyclical buildup and then spend
down of operational cash reserves. Every effort is made to put our reserves to work. The Town’s investment
policy remains conservative with particular attention to the constraints of safety and liquidity while attempting to
secure the highest yield possible within those constraints.

On a daily basis, the Treasurer deposits funds into a local depository account currently held at TD Bank.
Frequently, depending on the level of receipts and the rate of interest, this money is transferred into our accounts
at several other financial institutions. Prior to this fiscal year, the Town’s vendor, payroll and Commonwealth of
Massachusetts depository accounts had been with BNY Mellon. In December 2009 municipalities throughout the
state were informed that BNY Mellon was dissolving itself of the governmental division and would not support
these accounts as of July 1, 2010. Rockland Trust was selected to replace BNY Mellon and in May 2010
Barnstable was fully converted to the new accounts. The Treasurer is responsible for having adequate cash
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available to fund bills and payroll that are paid weekly. This requirement as well as the cyclical flow of money from
guarterly property tax collections affects the type and terms of the Town’s investment portfolios.

The Treasurer must continually evaluate cash flow data to determine the amount of money that can be invested
for a longer term in an effort to yield a higher return. The Treasurer operates on an aggregate cash basis and
invests in the same fashion. This means that the Treasurer does not make separate investments linked to fund
balances maintained on the general ledger but, rather, invests on the basis of estimated aggregate cash
surpluses and the predicted term of availability of those surpluses. These surplus funds are used to purchase
various obligations of the U.S. Treasury, government agency and corporate bonds, equities and certificates of
deposit. Currently, the maturities of the various investments range from 14 days to 6 years; approximately 85%
with maturity dates within one year. The equity portion of the portfolio accounts for a small percentage of invested
balances and is intended to provide a slight offset to fixed income investments.

While maintaining a highly diversified investment portfolio, the Treasurer also aims to maintain competitive
investment relationships with numerous banks and other financial institutions. Since short-term rates fluctuate
frequently among many of these institutions, the accounts and interest rates are continuously reviewed.

The Town’s trust funds were managed in fiscal year 2010 by Rockland Trust with input from the Town’s Trust
Fund Advisory Committee. The Town awarded the management of these trust funds to Rockland Trust in the fall
of 2007 as a result of a competitive proposal process. Each trust fund has a distinct purpose and, therefore, the
mix of holdings in cash, fixed income securities, and equities varies by fund. The amount of annual income
required and the timing of disbursements generally governs this mix.

Risk Management

The Town of Barnstable manages its risk primarily through premium based coverage with commercial insurance
carriers. Unemployment activities are self-insured while exposures to various risks of loss related to torts; theft of,
damage to and destruction of assets; errors and omissions; natural disasters and workers’ compensation are
covered through policies purchased from commercial carriers. Various control techniques including employee
accident prevention training have been performed to minimize accident-related losses. In addition, the Town
administers an insurance reserve fund to help offset the annual cost of its risk management program. Additional
information on the Town of Barnstable’s risk management activity can be found in the notes to the financial
statements.

Pension and Other Postemployment Benefits

The Town of Barnstable contributes to the Barnstable County Retirement Association, a cost sharing, multiple-
employer defined benefit pension plan administered by the Barnstable Contributory Retirement Board. Each year,
an independent actuary engaged by the pension plan calculates the amount of the annual contribution that the
Town must make to the pension plan to ensure that the plan will be able to fully meet its obligations to retired
employees on a timely basis. As a requirement by law, the Town fully funds each year's annual required
contribution to the pension plan as determined by the actuary. As of January 1, 2009, the county retirement
association has succeeded in funding 54% of the present value of the projected benefits earned by employees.
The remaining unfunded amount is being systematically funded over 30 years as part of the annual required
contribution calculated by the actuar